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SUB J : ANDEAN PACT: AUTOMOBILE INDUSTRY PROGRAM 
REF: LIMA A-72 

1. IN CONTRAST TO PETROCHEMICAL PROGRAM (REFAIR), WHICH IS EXPORT 
ORIENTED THE AUTOMOBILE INDUSTRY INTEGRATION PLAN IS ORIENTED 
TOWARD PRODUCTION FOR PROTECTED SUBREGIONAL MARKET WITHOUT REASON 
ABLE PROSPECT FOR INTERNATIONAL COMPETITIVENESS. THE PLAN 
IS DEFENDED ON BASIS OF POTENTIAL EMPLOYMENT GAINS AND BY 
THE FACT THAT PRODUCTION PROCESSES IN AUTOMOBILE MANUFACTURE 
(FOUNDRY WORK, FORGING, MACHINING, ETC.) ARE THE FOUNDATION 
OF GENERAL INDUSTRIAL ADVANCEMENT. PRODUCTION EFFICIENCY 
IS ALSO STRESSED IN JUNTA PROPOSAL, BUT ONE GAINS THE 
IMPRESSION THAT THE PLAN HAS TOO MANY LOOSE ENDS AND IS 
TOO AMBITIOUS AND COMPLICATED TO BE IMPLEMENTED EFFEC- 
TIVELY IN PRESENT FORM. PROPOSAL IS CONSTRICTED BY ECO- 
NOMIC, SOCIAL AND POLITICAL CONSIDERATIONS, IN A SETTING 
WHERE INTERESTS OF COUNTIRES AND OF PRESSURE GROUPS DO NOT 
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2. TWO MAIN LINES OF THOUGHT HAVE BEEN PREVALENT AMONG 
ANDEAN PLANNERS. ONE AIMED AT EFFICIENT COMPONENT MANU- 
FACTURE IN AREAS OF COMPARATIVE ADVANTAGE SO THAT BALANCED 
IMPORT/EXPORT TRADE IN COMPONENTS WITH NON-ANDEAN COUNTIES 
COULD BE EXPANDED ON BASIS OF EFFICIENT ANDEAN PRODUCTION 

IN LIMITED BUT EXPANDING PRODUCT RAGE. THE OTHER AIMED 
AT INTEGRATED ANDEAN PRODUCTION OF VEHICLES WITHIN RELA- 
TIVELY SHORT TIME FRAME. UNFORTUNATELY, THE PROPOSAL IS 
ORIENTED MORE TOWARD THE LATTER APPROACH. 

3. JUNTA PROPOSAL ALREADY IN HANDS OF ALL PRINCIPAL U.S. 

FIRMS IN AUTOMOTIVE INDUSTRY. REACTION IS GENERALLY 
NEGATIVE, IN PART BECAUSE IT REFLECTS THE HIGHLY UNPOPULAR 
NATIONAL POLICIES REGARDING REDUCTION OF NUMBER OF MODELS. 

4. AIRGRAM ON DETAILS OF PROGRAM UNDER PREPARATION. IT 
SHOULD BE NOTED THAT THE CURRENT DRAFT OF THE PROPOSAL 
CAN BE MODIFIED BY JUNTA BEFORE IT IS FORMALLY PRE- 
SENTED TO COMMISSION ON APRIL 22. JUNTA RECOGNIZES THAT 
TIMING OF AUTOMOTOVE PROPOSAL NOT AS OPPORTUNE AS PETRO- 
CHEMICAL PROGRAM, ESPECIALLY IN VIEW OF ENERGY CRISIS. 

AMONG OTHER CONSIDERATIONS, $50 MILLION CONCESSIONARY 
LOAN FROM VENEZUELAN GOVERNMENT TO ANDEAN DEVELOPMENT 
CORPORATION, WHICH IS UNDER PRELIMINARY DISCUSSION, WOULD 
REPORTEDLY FOCUS PRIMARILY ON PETROCHEMICAL PROJECTS. 
BARNEBEY 
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